I
n December 2003, noted loyalty consultant Fred Reichheld introduced a new loyalty metric, Net Promoter. 1 Reichheld states that compared with other survey-based questions asked of customers, the Net Promoter score "is the best predictor of growth" (Reichheld 2006d ) and further asserts that it is "the one number you need to grow" (Reichheld 2003, p. 54) .
Although the appropriateness of this particular word-ofmouth metric has sparked considerable debate (Grisaffe 2004; Keiningham et al. 2005, pp. 98-101; Marketing Week 2006) , BusinessWeek wryly notes, "as academics debate the details, managers are putting the [Net Promoter] scores into practice" (McGregor 2006, p. 94) . Indeed, executives from some of the world's most prestigious firms have wholeheartedly adopted Net Promoter as the gauge of their firms' efforts to improve customer loyalty. As a recent cover story in Advertising Age reports (Creamer 2006, p. 1 
),
Less than three years after its inception, one of the most provocative marketing ideas since "The Tipping Point" is, well, hitting a tipping point. [General Electric] , American Express, and Microsoft have all adopted the metric.… The so-called Net Promoter Score is even being reported to investors.
It would be difficult to overstate the impact of Net Promoter on management. The following quotations from senior corporate executives offer a glimpse of the importance they place on this metric:
The last step is how we measure success, and this is something we've taken across the company called Net Promoter Score.… We're doing it in commercial finance, consumer finance, healthcare, NBCU, every business.… [I]t's not just a kind of a metric for the sake of having a metric. It gets embedded into the culture in terms of how we interface with customers. (Jeffrey Immelt [2005] , chairman and chief executive officer, General Electric)
We will focus our organization on what we call Net Promoter score, which goes much beyond the pure customer satisfaction index. (René Obermann [2005] , chief executive officer, T-Mobile International AG) So what's driving growth?… [W] e measure the customer experience using a system called Net Promoter. The higher the score, the more customers are delighted with the product and service experience and would recommend it to a friend.… [I]t's all about Net Promoter. (Steve Bennett [2005] , president and chief executive officer, Intuit)
The average U.S. company has net promoter scores of between 5 and 10. We, on very early reads, believe that we have scores sort of in the 40-45 range, which certainly would be a point that [is] quite acceptable. (Glenn Renwick [2006] , president and chief executive officer, The Progressive Corporation)
There's a book that has really impressed me by Fred Reichheld … called The Ultimate Question that seems quite plausible. And it's that you count your net promoters. (David Chidester [2006] , senior vice president of finance, Overstock.com)
All companies should ask their customers what Fred [Reichheld] calls "the ultimate question." (Ken Chenault [quoted in Reichheld 2006c] , chairman and chief executive officer, American Express)
As these executives' statements show, the Net Promoter metric has been adopted by some of the world's most wellrespected firms. Jack Welch, the former chairman of Gen-eral Electric, in an article he coauthored titled "Dialing for Growth," called Net Promoter an "up-and-coming management concept" (Welch and Welch 2006) . A notable example of its acceptance is Harvard Business Online, which now surveys its customers by asking only two questions:
1. How likely are you to recommend Harvard Business Online to a friend or colleague? (0 = "not at all likely," and 10 = "extremely likely"), and 2. What is your primary reason for your rating in Question 1?
The foundation of the widespread adoption of Net Promoter lies in its underlying research. For example, an article on Paul Stobart, managing director of the software firm Sage (U.K.) Limited, notes (Cree 2005, p. 51) :
By way of explanation, [Stobart] launches into a lengthy exposition on Reichheld's Net Promoter Primer (NPP) theory, complete with diagrams. The lesson is long, but the theory is simple-if more people are champions for your service or product than are neutral or detractors of it, your company will grow, and vice versa. It's backed up by Reichheld's research among 4000 companies, which showed it to be 100 percent accurate in determining whether a company grew or shrank.
To date, however, the evidence regarding the relationship between the Net Promoter metric and firm revenue growth (the linkage reported in Reichheld [2003] and Satmetrix [2004] ) has not been subjected to rigorous scientific scrutiny and peer review. Indeed, no researchers have attempted to replicate the research methodology.
The only longitudinal analysis attempting to examine the relationship between Net Promoter and business outcomes is that of Morgan and Rego (2006) , who use data collected for the American Customer Satisfaction Index (ACSI). Unfortunately, the data used and the calculation itself differ substantially from that which Reichheld (2003) and Satmetrix (2004) advocate and test. Furthermore, Morgan and Rego appear to have significantly misunderstood the data fields from which they calculated Net Promoter (Keiningham et al. 2007) . As a result, Net Promoter was not actually examined. Therefore, conclusions regarding the effectiveness of Net Promoter on business performance cannot be accurately made from that study.
The current research fills this void by providing the first cross-industry, longitudinal examination of the association between Net Promoter and firm revenue growth, and it attempts to replicate Reichheld's (2003 Reichheld's ( , 2006c and Satmetrix's (2004) methodology. The data we used to investigate the proposed relationships consist of 21 firms tracked by the Norwegian Customer Satisfaction Barometer (NCSB), representing 15,500-plus customer interviews; periods for the firms under investigation ranged from two to four years. In addition, we replicated and tested a subset of Reichheld's (2006c) data.
Theoretical Background

Word of Mouth
There is a great deal of anecdotal evidence that word of mouth can play a significant role in a firm's sales and marketing efforts. For example, the success of Anita Diamant's novel The Red Tent (English 2000) and the movie The Blair Witch Project (Quinn 1999) are widely attributed to wordof-mouth campaigns.
Although a positive relationship between word of mouth and sales is usually presumed, early research shows that the linkage may be more complex. In a study of the effect of word of mouth on television viewing, Godes and Mayzlin (2004a, p. 558 ) "could not find a consistent relationship between the volume of [word of mouth] and future television ratings." In addition, in a study of a national U.S. retailer, Godes and Mayzlin (2004b) find that the expected additional sales resulting from the word-of-mouth activities of loyal customers did not create anticipated additional sales (though word of mouth from nonloyal customers resulted in increased sales; sea also Yu 2005) .
The general consensus is that word of mouth can have a major impact on consumers' responses to a product (Arndt 1967; Danaher and Rust 1996; Herr, Kardes, and Kim 1991; Wangenheim and Bayón 2004) . For example, Rust, Zeithaml, and Lemon (2000, p. 46) observe that "the effect [of word of mouth] is notoriously hard to measure, but it is frequently significantly large."
To date, only a small number of researchers have proposed methods for calculating the value of word-of-mouth referrals (Helm 2006; Hogan, Lemon, and Libai 2004; Wangenheim and Bayón 2004) . Furthermore, there is no peerreviewed research that longitudinally examines the relationship between word-of-mouth activity and firm-level financial outcomes (e.g., revenue, profits) across multiple industries. This has caused some eminent researchers (Danaher and Rust 1996; Godes and Mayzlin 2004b; Zeithaml 2000) to call for additional research into this relationship.
Net Promoter
Most managers became aware of Net Promoter after the release of a 2003 Harvard Business Review article titled "The One Number You Need to Grow." The overarching message of the article is that measurement of customer satisfaction and customer retention does not help firms achieve growth; instead, word of mouth is the metric that is linked to growth. However, the word-of-mouth metric must be designed in a particular way to calculate a Net Promoter score (Reichheld 2003; Word of Mouth Marketing Association [WOMMA] 2005) . First, survey respondents are asked to rate their likelihood of recommending a company. Second, the proportion of respondents rating the firm a 6 or less (called "detractors") is subtracted from the proportion of respondents rating the firm a 9 or 10 (called "promoters"); this difference represents a firm's Net Promoter score.
The article cites research conducted by the firm Satmetrix (in conjunction with Bain & Company and Reichheld) beginning in 2001 on "more than 400 companies in more than a dozen industries" as evidence of the superior power of this metric in predicting growth relative to other survey questions (Reichheld 2003, p. 51) . Satmetrix (2004) subsequently provided additional detail on the analysis. Although data from customers of 400-plus companies were collected, inclusion in the actual analysis was limited to firms that met specific criteria. As a result, "over 50 companies were included across a dozen targeted industries" (Sat-metrix 2004) . Satmetrix describes the analysis and results as follows: "Correlations were computed tying … Net Promoter to each company's revenue growth rate for each targeted industry. [Thirty-three] The primary message is that Net Promoter is the "single most reliable indicator of a company's ability to grow" (Netpromoter.com 2006) . Furthermore, it is reported that Net Promoter "yields slightly less accurate predictions for the behavior of individual customers, but a far more accurate estimate of growth for the entire business" than models consisting of data from multiple survey items to predict firm growth (Reichheld 2006b ).
The rates of growth attributed to changes in Net Promoter scores are impressive. Net Promoter leaders are said to "outgrow their competitors in most industries by an average of 2.5 times" (Fry 2006) . It is also reported that a 12-point increase in Net Promoter scores leads to a doubling of a company's growth rate on average (Marketing Week 2006; Reichheld 2006c, p. 43) .
Thus far, however, there are only two non-Reichheld/ Satmetrix studies of which we are aware that have been designed specifically to test the predictive capability of the Net Promoter metric. One study was conducted by The Listening Company in conjunction with the London School of Economics (Marsden, Samson, and Upton 2005a, b) . This study examines the relationship between Net Promoter levels collected in 2005 and compares them with firm growth rates for [2003] [2004] . The study reports a Pearson correlation of .484 when examining the relationship across the entire data set. Marsden, Samson, and Upton (2005a, p. 5) also report "a 7-point increase in the net promoter score correlated with a 1% increase in growth (1-point increase = .147% more growth)." However, this study (1) relied on cross-sectional Net Promoter data and (2) linked Net Promoter to prior period revenue growth rates. Morgan and Rego (2006) examine the longitudinal impact of various customer satisfaction and loyalty metrics in predicting business performance. They labeled one such metric "Net Promoter" and found that their calculation had no predictive value. As we noted previously, however, the data used and the calculation itself differ substantially from that which Reichheld (2003) and Satmetrix (2004) advocate and test. Furthermore, it appears that Morgan and Rego misunderstood the data fields from which they calculated Net Promoter (Keiningham et al. 2007) . As a result, they do not actually examine Net Promoter. Therefore, conclusions regarding the effectiveness of the Net Promoter metric advocated by Reichheld (2003) on business performance cannot be made from Morgan and Rego's study. 2 It our understanding that similar data from the ACSI are not available; a question about intention to recommend similar to that which Reichheld advocates has only recently been asked of a subset of firms tracked.
Research Objectives
The purpose of this study is to examine the research and findings regarding Net Promoter (Reichheld 2003; Satmetrix 2004) . In particular, we attempt to replicate these findings using a methodology that corresponds to that which Reichheld (2003 Reichheld ( , 2006c and Satmetrix (2004) use. To date, no longitudinal, peer-reviewed, cross-industry examinations have been conducted on this specific Net Promoter metric. Therefore, rather than establish a set of theory-based hypotheses, as is common in most scientific investigations, we test the overarching claim regarding Net Promoter-namely, that Net Promoter is the "single most reliable indicator of a company's ability to grow" (Netpromoter.com 2006).
Methodology Data Collection and Measurement
The NCSB provided data on intention to recommend, overall satisfaction, and repurchase intentions. In addition, it provided an NCSB satisfaction index score. 2 The NCSB was created in 1994-1995 to uncover the degree of satisfaction with various services by interviewing defined companies' existing customers. The companies included in the NCSB are all major competitors in a wide variety of service industries that are important to households. The companies surveyed in each industry are the firms with the largest market share. Cumulative shares are approximately 70%.
The NCSB is based on findings from a national probability sample of households, in which there are approximately 16,000 completed telephone interviews pertaining to the measured companies. For the companies included in the study, interviews were conducted with 100-200 of their existing customers. To be eligible for an interview, a prospective respondent must qualify as the purchaser of specific services within defined periods. Thus, the definition of "customer" in the NCSB is an individual chosen randomly from a large universe of potential buyers who qualify by recent experience as the purchaser or consumer of one service of one specific company that supplies household consumers in Norway.
Unlike most data collection procedures for customer satisfaction, the NCSB identifies customers from the universe of purchasers and then identifies the company from which the customer purchased or consumed rather than starting from an identified company and its lists of customers. If a respondent qualified as a recent purchaser or consumer of a service, he or she was asked if this service came from the list of the companies being measured. If not, the interview was terminated. Each respondent was interviewed for only one service.
The NCSB, with some adjustments, is based on Fornell's work in Sweden and the United States. The theoretical foundation for these barometers is documented in the work of Fornell (1991), Fornell (1992) , Fornell and Johnson (1993) , and Fornell and colleagues (1996) . For an update on the development of national satisfaction index models, see Johnson and colleagues (2001) .
A subset of firms studied in the NCSB was asked questions about (1) intention to recommend, (2) overall satisfaction, and (3) repurchase intention. We included only firms for which respondents were asked these three questions for two or more consecutive years and for which firm revenue data could be obtained in the analysis. In total, 21 firms (representing 15,500-plus customer interviews) met these criteria.
We derived a Net Promoter score on the basis of responses to the question, "How likely or unlikely is it that you would recommend [Company x] if a friend or business relation asked for your advice" ("very high probability/very low probability")? Because the data from the NCSB use a ten-point scale (1-10), we subtracted the percentage of respondents rating 1-6 from the percentage rating 9-10.
We also created ten other commonly used satisfaction/ loyalty metrics for the analysis: the NCSB score, overall satisfaction (mean, top box, and top two box), repurchase intention (mean, top box, and top two box), and recommend intention (mean, top box, and top two box).
Replication of Reichheld's and Satmetrix's Methodology
As we noted previously, Reichheld's (2003) and Satmetrix's (2004) research methodology consisted of examining the correlation between Net Promoter levels and a company's revenue growth rate for each industry examined. Specifically, 1. A mean Net Promoter score for each firm was computed (note that only two years of data were collected for each firm in Reichheld's and Satmetrix's analyses); 2. An average revenue growth rate, which included the two years for which Net Promoter was calculated and an additional prior year (i.e., three-year growth rates), was computed; and 3. Correlation coefficients were calculated for each industry under investigation.
It is important to remember that this research comprised "over 50 companies … across a dozen targeted industries" (Satmetrix 2004 ). In the Harvard Business Review article that introduced Net Promoter, charts for three of the industries examined were presented; the sample sizes (in terms of number of firms) were three, five, and ten (Reichheld 2003) . This would mean that the sample sizes for each of the remaining nine industries were approximately 3.6 on average (i.e., [50 -(3 + 5 + 10)]/9 = 3.56). Therefore, industry sample sizes were small.
Although researchers can dispute the appropriateness of this methodology, it is the methodology on which Net Promoter is founded. Therefore, in testing the claims associated with Net Promoter, it is imperative to examine the robustness of the research on which these claims are based.
Our initial investigation is identical to that of Reichheld (2003) and Satmetrix (2004) , with one important difference: the periods under investigation. In Reichheld's analysis, three-year average growth rates (1999) (2000) (2001) (2002) and two-year average Net Promoter scores (2001) (2002) were used. This means that Net Promoter was tied to past growth rates (as opposed to future growth rates). As a result, the data do not help identify whether Net Promoter levels are linked to current changes in revenue growth. This is an important consideration because as Godes and Mayzlin (2004b, p. 545) note, "word of mouth is not exogenous. While the mapping from word of mouth to future sales is of great interest to the firm, we must also recognize that word of mouth is an outcome of past sales." Therefore, our research uses identical time frames when examining the correlation between Net Promoter and revenue growth rates.
In keeping with Reichheld's (2003) and Satmetrix's (2004) methodology, we grouped the firms in our analysis by industry and examined them separately. We determined industry classification using the North American Industrial Classification System (NAICS). Industry groupings were based on the first three digits of the NAICS; these groupings correspond to the same groupings that would have occurred if Fama and French's (1997) industrial groupings were used. Note that in all but one industry (transportation), industry groupings corresponded to the complete six-digit NAICS code.
In total, five industries (representing 17 of the 21 firms in our data file) contained the threshold minimum number of firms for which Reichheld (2003) and Satmetrix (2004) conducted their analysis. These industries are banking, gasoline stations (with convenience stores), home furnishings retailers, security systems, and transportation (local/ suburban transit). Table 1 presents the industry-level correlations between firms' growth rates (i.e., relative change in revenue) and Net Promoter and other commonly used satisfaction/loyalty metrics for the various periods available. The most obvious finding when examining this table is that in light of the data under investigation, Net Promoter in no way would be categorized as the "single most reliable indicator of a company's ability to grow" (Netpromoter.com 2006) . Indeed, there is no real indication that average levels of any of the satisfaction/loyalty metrics in Table 1 are significantly correlated with the relative change in revenue within the respective industry. We report p values only when correlations were based on at least five observations.
The pooled results in Table 1 are for correlations between annual relative change in revenue and the average of each satisfaction/loyalty metric for the corresponding period, pooled across successive periods and across all firms within industry (these correlations are adjusted for firm effects). Note that this pooling of annual results is for the four annual periods between 2001 and 2005 in the banking industry and for the three annual periods from 2000 to 2003 in the retail gasoline industry. Nevertheless, for comparison, Table 1 also reports the results for all one-and twoyear periods, as indicated by the different "Year Start" and "Year End" dates.
In the retail gasoline industry, annual relative change in revenue has significant autocorrelation (lag 1), and we adjust these reported correlations for this effect. None of the unadjusted correlations were significant (in every case, p > .35). In banking, lagged relative change in revenue has no .70
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. The pooled results are for correlations between the relative annual change in revenue and the average of each satisfaction/loyalty metric for that period, pooled across successive periods and across all firms within the industry (these correlations are partial correlations after we adjust for firm effects). Relative change in revenue has significant autocorrelation (lag 1) in the retail (gasoline) industry, and the reported correlations are also adjusted for this effect (i.e., in this case, the reported correlations are partial correlations after we remove the lag 1 autocorrelation in relative change in revenue). Notes: Bold entries indicate maximum value.
3 Note that because the NCSB data are limited to firms with the largest market share (as is the ACSI), there is a possible restriction of range in the measures used. As a result, variability may be lost that might have been otherwise present if other firms had been included. Despite this restriction, however, we believe that this is similar in terms of firm inclusion to the methodology that Reichheld (2003) and Satmetrix (2004) employ. Analysis of the industry-level charts that Reichheld (2003 Reichheld ( , 2006c and Satmetrix report shows that the vast majority of firms in their industry-level analyses constitute high-relative-market-share firms; as we noted previously, the sample sizes that Reichheld (2003) and Satmetrix use are very small and thus, in most cases that we are aware of, constitute relatively large-market-share firms for their respective industries.
incremental value in any of the regressions used to calculate correlations (in every case, p > .3), and we did not make this additional adjustment. The residuals from these regressions are never significantly nonrandom (in every case, p > .15; in all but one case, p > .3). Table 1 also points to the inherent difficulty of predicting firm revenue growth within an industry on the basis of a single attitude-based metric. Nevertheless, we would expect that a serious, longer-term, longitudinal study would show that changes in satisfaction/loyalty metrics are important predictors of relative changes in revenue within firms.
Models Based on Multiple Satisfaction/Loyalty Metrics
We also conducted best-subsets analyses in which we considered all 11 satisfaction/loyalty metrics in Table 1 candidate predictors for relative annual change in revenue, along with fixed industry effects (in which we represented industries as indicator variables). The best scientific model (in terms of the Bayesian information criterion; see Schwarz 1978) did not include any of these metrics; it included only the most significant industry effects. 3
Comparing the ACSI and Net Promoter
In addition to the NCSB examination we reported previously, we attempted to analyze the Net Promoter and firm growth data used by Reichheld (2003) and Satmetrix (2004) with other variables used in their investigation. Without access to their raw data, it is impossible to compare Net Promoter with the other satisfaction/loyalty metrics collected in their surveys. However, there is an opportunity to compare Net Promoter with the ACSI, a metric that was investigated and found not to correlate with growth (Reichheld 2004) .
In the Harvard Business Review article that introduced Net Promoter (Reichheld 2003, p. 49) , in the book The Ultimate Question (Reichheld 2006c, pp. 84-86) , and in presentations regarding Net Promoter (Reichheld 2004 ), the ACSI is specifically mentioned as not being linked to firm growth. In The Ultimate Question, Reichheld (2006c, p. 86) argues that the ACSI does not yield much insight into loyalty or growth, noting that "investors rarely waste money on standard satisfaction surveys" as a result. Similarly, in the Harvard Business Review article, Reichheld (2003, p. 49) states, Our research indicates that satisfaction lacks a consistently demonstrable connection to actual customer behavior and growth. This finding is borne out by the short shrift that investors give to such reports as the [ACSI] . The ACSI, published quarterly in The Wall Street Journal, reflects customer satisfaction ratings of some 200 U.S. companies. In general, it is difficult to discern a strong correlation between high customer satisfaction scores and outstanding sales growth.
Furthermore, in a Web-based presentation, Reichheld (2004) states that a "Bain team looked at the correlation between growth and customer satisfaction, and found there is none." A scatter diagram was shown with the x-axis labeled " [ACSI] annual growth" and the y-axis labeled "Sales annual growth." The R-square reported was .00, indicating no correlation.
This finding is in direct contradiction to several Journal of Marketing articles that specifically examine the relationship between the ACSI and business results. For example, •Anderson, Fornell, and Mazvancheryl (2004) find a positive association between the ACSI and Tobin's q (the ratio of a firm's market value to the replacement cost of its assets [Tobin 1969 ]), the ratio of price to book value, and equity prices.
• Gruca and Rego (2005) use ACSI and COMPUSTAT data and find that satisfaction creates shareholder value by increasing future cash flow growth and reducing its variability.
• Fornell and colleagues (2006) find that firms that performed better in terms of their ACSI scores also performed significantly in terms of market returns.
Given that a Bain team examined the relationship between the ACSI and growth, it appears reasonable to presume that a comparison of the ACSI and Net Promoter was conducted. Fortunately, actual data reported in The Ultimate Question (Reichheld 2006c) offer such an opportunity. The Appendix to the book presents charts for six industries to demonstrate the relationship between Net Promoter and firm growth (four U.S. industries, one U.K. industry, and one Korean industry). Three of the U.S. industries are also tracked by the ACSI: airlines, life insurance, and computers. To present a fair comparison between the ACSI and Net Promoter, we replicated the data. On the basis of their scatterplots, we reconstructed data that showed the relationship between Net Promoter scores and growth (Reichheld 2006c, pp. 192-94) .
To ensure accuracy, we enlarged and scanned the tables and imported the corresponding graphics into a charting software package in which they were used as background images. Over the images, we created a new scatterplot using the exact dimensions of the scanned image. We input data until each point in the chart corresponded to the scanned images. As a final check of the data, we compared the coefficient of determination (R 2 ) of the recreated data with the reported R-square. All R-square values were the same, indicating a successful replication of the data.
Although the number of charts reported limit the scope of this investigation, Reichheld specifically selected these data sets to demonstrate the linkage between Net Promoter and growth. As such, they should reveal relationships in which Net Promoter is a superior predictor of growth to other metrics. Figure 1 compares the original charts reported (Reichheld 2006c, pp. 192-93) , showing the relationship between Net Promoter and growth and the relationship between the ACSI scores and growth. Note that we used the same firmlevel growth rates reported for each comparative chart and mean ACSI scores for the same years for which the Net Promoter scores were calculated.
The most obvious initial finding was the overwhelming similarity between the charts being compared. Given that the ACSI had been specifically noted as having no correlation to growth (Reichheld 2004) , we expected dramatically different results, particularly because these industries were selected as exemplars of the relationship between Net Promoter and growth. Even more startling, however, in two of the three cases, the R-square of the ACSI-growth relationship is higher than that for the Net Promoter-growth relationship. These results show that Net Promoter cannot be called the better predictor of growth in relation to customer satisfaction for the industries under investigation.
The findings are even more profound when put in the context of Reichheld's (2003) and Satmetrix's (2004) total analyses. As we noted previously, Satmetrix reports, "In total, over 50 companies were included across a dozen target industries, such as airlines, package delivery, and life insurance." Therefore, our analysis comprises 25% of total industries (i.e., 3/12) and approximately 40% of firms used in Reichheld's and Satmetrix's industry-level analyses.
Furthermore, Reichheld (2003) and Satmetrix (2004) acknowledge that some of the 12 industries they examined do not have significant, positive correlations between Net Promoter and growth. They do not provide the exact number of these industries; Satmetrix states that the "analysis revealed significant correlations for a majority of the targeted industries."
Similarly, Reichheld (2003, pp. 51-52) acknowledges that Net Promoter was not the best predictor for all industries: "The 'would-recommend' question wasn't the best predictor of growth in every case … in database software, or computer systems, for instance,… industries dominated by monopolies or near monopolies, [and] … in the local telephone and cable [television] businesses." It is unclear whether these industries are included among the 12 industries described as the sample universe of industries used in the analysis. If not, there are clearly selection bias issues in the analysis. If they are, this implies that Net Promoter was determined not to be the most appropriate metric for 33% the industries examined (i.e., 4 industries [database software, computer systems, local telephone, and cable television] of the 12). With the additional knowledge that the ACSI resulted in a higher R-square than Net Promoter for 2 of the 3 industries we were able to replicate, this implies that in 50% of the industries in which Net Promoter was examined, Net Promoter could not be classified as the best predictor. The remaining U.S. industries are either unknown (and therefore cannot yet be tested) or do not have equivalent ACSI data for comparison (e.g., car rentals, Internet service providers). In the case of Internet service providers, ACSI tracks only 2 of the 3 firms used in the Net Promoter analysis, but directionally, they appear to align with Reichheld's (2003) and Satmetrix's (2004) research (see Figure  2) . 4
Discussion and Implications
We find no support for the claim that Net Promoter is the "single most reliable indicator of a company's ability to grow" (Netpromoter.com 2006; Nicks 2006 ). Although we do not have access to the raw data from which these claims were made, we were able to compare some of the exemplar cases of Net Promoter with the ACSI, which Reichheld (2004) reports does not correlate with growth. Instead, we found that when making "apples-to-apples" comparisons, Net Promoter does not perform better than the ACSI for the data under investigation.
Reichheld (2006b) acknowledges "imperfections" in the analytics that were used to support Net Promoter:
All we did was quantify this common sense in a way that made sense to business leaders-the target audience for my book. These practical leaders have little interest in advanced statistical methods. Frankly, we see little value in continued debate about cause versus correlation, timeframes, or statistical methods.
Unfortunately, the statistics matter. As the previously reported comments by Paul Stobart (see Cree 2005, p. 51) demonstrate, executives believe that Net Promoter is based on solid analytic research. As a result, the use of Net Promoter has been widely adopted by some of the most prestigious firms in the world, and chief executive officers report Net Promoter data to analysts during their conference calls.
In addition, Net Promoter has been promoted as the only metric needed in customer surveys to manage growth (Reichheld 2003 (Reichheld , 2006c . Ironically, our comparison of Net Promoter with the ACSI shows that Net Promoter is not superior to the ACSI for the data under investigation. Furthermore, our comparison used industries portrayed as exemplars of the relationship between Net Promoter and growth.
The clear implication is that managers have adopted the Net Promoter metric for tracking growth on the basis of the belief that solid science underpins the findings and that it is superior to other metrics. However, our research suggests that such presumptions are erroneous. The consequences are the potential misallocation of resources as a function of erroneous strategies guided by Net Promoter on firm performance, company value, and shareholder wealth.
We would be remiss in our discussion of possible causes of the differences between our findings and those of Reichheld (2003) and Satmetrix (2004) if we did not acknowledge the possibility of research bias (i.e., unknown or unacknowledged error created during the design, measurement, sampling, procedure, or choice of problem studied). Note that we examined potential factors that could have yielded different results; however, none would appear to explain the
FIGURE 1 Comparison of Net Promoter and the ACSI for Wintel Computers, Life Insurance, and Airlines
Net Promoter ACSI
Notes: We obtained Net Promoter and growth data by reconstructing data according to their scatterplots in The Ultimate Question (Reichheld 2006c, pp. 192-93) .
FIGURE 2 Comparison of Net Promoter and the ACSI for Internet Service Providers
Net Promoter ACSI
Notes: We obtained Net Promoter and growth data by reconstructing data according to their scatterplots in The Ultimate Question (Reichheld 2006c, p. 194) .
differences between our results and those of Reichheld and Satmetrix (see the Appendix). In light of the NCSB data, it is difficult to imagine a scenario in which Net Promoter would be classified as the superior metric. In addition, our comparison of the ACSI and Net Promoter resulted in a similar conclusion.
Limitations and Further Research
Throughout this article, we have been careful to discuss the relationship between Net Promoter and changes in revenue and to avoid any suggestions of causality. This is in keeping with the methods employed; it is difficult to draw clean inferences of causality. In addition, although we discuss the possibility of research bias in the data analytics used to support Net Promoter, this has not been proved. Only an independent, objective validation of the data used to support Reichheld's (2003) and Satmetrix's (2004) findings could conclusively prove such a bias.
Nonetheless, we believe that these results are compelling in light of the widespread use of Net Promoter by firms. Furthermore, we believe that our research demonstrates the necessity of rigorously and scientifically testing measures reported to be predictive of business outcomes before their widespread adoption (Keiningham, Vavra, and Aksoy 2006) .
Appendix
Because our findings regarding the relationship between Net Promoter and revenue growth rates differ considerably from those of Reichheld (Marketing Week 2006; Reichheld 2003 Reichheld , 2006a and Satmetrix (2004) , we explore several potential causes: data quality, "would-recommend" question wording, 10-versus 11-point scale, and cultural differences. However, none appear to explain the differences between our results and those of Reichheld (2003) and Satmetrix (2004) .
Data Quality
The NCSB data are based on a national probability sample of purchasers from each firm tracked. The entire NCSB process is based on a rigorous theoretical foundation (Fornell 1992; Fornell and Johnson 1993; Fornell et al. 1996; Johnson and Fornell 1991) . With regard to the revenue growth rates used, all information was contained in the financial reports for each company under investigation.
According to Satmetrix (2004) , data were first gathered from Satmetrix Systems's benchmarking database. Each quarter, Satmetrix gathers "10,000 to 15,000 responses to a very brief e-mail survey that asked respondents (gathered again from public sources, not Satmetrix's internal client customer lists) to rate one or two companies with which they were familiar" (Reichheld 2003, p. 51) . To qualify for inclusion in the analysis, "each company under consideration had to have a sufficient number of opt-in survey respondents to ensure accuracy and stability of their loyalty scores. In total, over 50 companies were included across a dozen targeted industries" (Satmetrix 2004) . With regard to the sample size and financial metric used, Reichheld (2006a, p. 42) specifies, "We calculated Net Promoter Scores for every company that garnered at least 100 responses, then plotted each company's [Net Promoter score] against its revenue growth rate."
The descriptions of the sampling methodologies the NCSB and Satmetrix used do not raise any obvious alarms. Although the modality differs between the two studies (outbound telephone versus e-mail), these differences would not be expected to affect significantly the relative performance of firms within their respective industries. Therefore, we believe that sample data issues are unlikely to explain the magnitude of the differences between our results and those of Reichheld (2003 Reichheld ( , 2006c and Satmetrix (2004) , particularly given that our investigation also included an examination of data reported in The Ultimate Question (Reichheld 2006c) .
"Would-Recommend" Question Wording
In attempting to validate a metric, it is vital to ensure that the compared items are gauging the same construct. In the case of Net Promoter, the metric is based on consumer responses to a willingness-to-recommend survey question. As such, the question used for validation should correspond to the one under investigation. Reichheld (2003, p. 50) notes that the recommended question for measuring Net Promoter is, "How likely is it that you would recommend [company x] to a friend or colleague?"
We are indeed fortunate that the NCSB question is remarkably close, particularly given its creation before Reichheld's (2003) initial article in the Harvard Business Review. The English translation (from Norwegian) is, "How likely or unlikely is it that you would recommend [Company x] if a friend or business relation asked for your advice?" Given the extremely close wording of the willingness-to-recommend question, we believe that question wording is unlikely to explain the magnitude of the discrepancies between our findings and those of Reichheld (2003) and Satmetrix (2004) .
10-Versus 11-Point Scale
Reichheld (2003, p. 51) recommends an 11-point satisfaction scale (0-10), noting, "[W]e settled on a scale where ten means 'extremely likely,' five means neutral, and zero means 'not at all likely.'" Respondents with ratings of 9 or 10 were classified as promoters. Respondents with ratings of 0-6 were classified as detractors. The percentage of detractors was subtracted from the percentage of promoters to arrive at a Net Promoter score.
Data from the NCSB use a 10-point scale (1-10). To calculate the Net Promoter score used in that analysis, the percentage of respondents rating 1-6 was subtracted from the percentage rating 9-10.
On the basis of a review of the literature regarding rating scales and companies' actual implementation of Net Promoter, however, we do not believe that the difference between 10-and 11-point scales contributes significantly to our findings.
As Guilford (1954) noted nearly half a century ago, in terms of psychometric theory, it is advantageous to use more rather than fewer rating points because the reliability of the rating scales increases with the number of rating points. In a classic textbook in the field, Nunnally (1967, p. 22) states, "By far the bulk of the studies report increasing reliabilities up to 20 steps (although the increase from about 11 to 20 usually is small)." He also states (p. 5231), "As the number of scale steps is increased from 2 up through 20, the increase in reliability is very rapid at first. It tends to level off at about 7, and after 11 steps, there is little gain in reliability."
As such, the reliability difference between 10-and 11-point scales is shown to be small. Morrison (1972) assesses the degree to which R-square (the coefficient of determination) is lowered for different numbers of interval scales. In the case of 10-and 11-point scales, both capture 99% of the information available; the increase in R-square of using an 11-point scale rather than a 10-point scale is .0018.
Perhaps most important, the 10-and 11-point scale distinction does not appear to be relevant based on its actual implementation by advocates and users of the metric. From publicly available information, it appears that many firms using Net Promoter apply a 10-point scale (Immelt 2005; Mann 2006; Murphy 2006; QuestionnairePro 2006; Ruff 2004; WOMMA 2005) . For example, Jeffrey Immelt (2005) describes General Electric's calculation of Net Promoter as follows:
[Net Promoter is] the simplest of all metrics that you can possibly have. It's a surveying tool that you take to your customers. They rate you on a scale of 1 to 10.… A 9 and 10 is a promoter. A 1 through 6 is a detractor. You take promoters minus detractors. That gives you a Net Promoter score. Reichheld (2006c, p. 73) features General Electric (and Immelt specifically) as an exemplar of the use of Net Promoter. Furthermore, the calculation of Net Promoter with a 10-point scale is advocated by WOMMA (2005) as part of its Basic Training newsletter. Finally, Reichheld (2006c, p. 98) writes that "other scales seem to work: Enterprise has achieved outstanding success with its 5-point scale, and eBay's well-regarded feedback system utilizes a 3-point rating system (positive, neutral, negative)."
With regard to the anchors for each of the scales, Reichheld (2003) and Satmetrix (2004) advocate using "extremely likely/not at all likely." The anchors for the NCSB data regarding the likelihood-of-recommending question are "very high probability/very low probability" (translated from Norwegian).
Given this theoretical and empirical information, we believe that the differences between the 10-point scale used by the NCSB and the 11-point scale used by Satmetrix (2004) are unlikely to explain the magnitude of the discrepancies between our findings and those reported (Marketing Week 2006; Reichheld 2003 Reichheld , 2006a Satmetrix 2004) .
Furthermore, our examination included a comparison of the Net Promoter data that Reichheld (2006c) used and firms the ACSI tracked. This examination did not confirm the reported superiority of Net Promoter as a predictor of growth.
Cultural Differences
Hofstede (1994, p. 4) defines culture as "the collective programming of the mind which distinguishes the members of one group or category of people from those of another."
There exists a large body of marketing literature on crosscultural issues. With regard to this research, cultural differences have long been known to affect how respondents rate survey items; in particular, culture creates a form of rating scale bias.
Research has addressed rating-scale biases and crosscountry measurement equivalence. Greenleaf (1992) notes the presence of response style bias in consumer surveys and suggests a method of removing bias to increase the accuracy of survey research. Similarly, Varki and Rust (1997) propose a methodology for comparing satisfaction ratings between different firms designed to minimize the limitations of conventional analysis of variance tests. Several researches have extended measurement bias examination to include cross-country research (Iacobucci et al. 2003; Mullen 1995; Singh 1995; Steenkamp and Baumgartner 1998; Vandenberg 2002; Wong, Rindfleisch, and Burroughs 2003) .
Furthermore, many cross-cultural comparisons begin with Hofstede's (1983a, b, c) dimensions of culture. Hofstede initially proposed four universal dimensions: individualism, power distance, masculinity, and uncertainty avoidance. Subsequently, Hofstede and Bond (1988) proposed a fifth dimension: the Confucian dynamic (also referred to as long-term orientation; see Hofstede 1994) .
With regard to the current research, however, we believe that cultural rating-scale bias is unlikely to play a major role in examining the relationship between Net Promoter and firm revenue growth. There are several reasons for this position:
First, cultural rating-scale bias largely affects the ability to compare scores (rating levels) for different cultures or countries (e.g., equivalent absolute customer satisfaction levels may be reported differently by members of different cultures). However, we are not comparing U.S. and Norwegian Net Promoter scores. Rather, we are examining the relationship between Net Promoter and revenue growth for Norwegian firms. Although the absolute Net Promoter scores might be expected to be different, we do not expect that the relationship to growth will be dramatically different, particularly because both Norway and the United States are competitive, developed Western economies.
Second, the underlying logic behind Net Promoter is that word of mouth drives revenue growth. In a study of Europe (including Norway) and the United States, Dawar, Parker, and Price (1996) use Hofstede's cultural characteristics to examine interpersonal information exchange. They find that cultural differences help explain the focus of consumers' product information search activities but not their tendencies to share product-related opinions with others. The implication is that cultural dimensions for the countries under investigation do not affect consumers' word-of-mouth likelihood.
Net Promoter has been actively promoted and sold worldwide. Reichheld (2006c, p. 42) reports, "The pattern [of Net Promoter scores to growth] is similar in many markets outside the United States." Furthermore, the book The Ultimate Question (Reichheld 2006c, p. 183 ) specifically alludes to challenges to the recommended scale based on cultural differences as attempts to discredit Net Promoter. To demonstrate the global power of Net Promoter, two of the six industry charts in the book that are designed to demonstrate the relationship between Net Promoter and growth are from outside the United States; specifically, they are from the United Kingdom and Korea (Reichheld 2006c, pp. 192-94) . Finally, The Ultimate Question provides a list of best and worst firms (winners and sinners) in terms of Net Promoter for the United States and the United Kingdom (Reichheld 2006c, p. 196) . No cultural differences were reported between the various countries.
Third, our examination included a comparison of the Net Promoter data that Reichheld (2006c) used and firms the ACSI tracked. This examination did not confirm the reported superiority of Net Promoter as a predictor of growth.
